Introduction
Islamic financial industry has grown rapidly since its first establishment in around 1960's. During 2000 to 2012, the average growth of total industry was more than 20 percent per year. In the end of 2012, Islamic financial assets noted at USD 1.6 trillion or it has been growing by 20.4 percent y-o-y since the end of 2011 (IFSB, 2013) . However, the total assets of Islamic finance in 2016 was USD 1.89 trillion or only slightly increased by 1.07 percent compared to the previous year (IFSB, 2017) . Globally, the year 2016 is the second consecutive year of stagnant for the growth of assets of Islamic financial institutions, including the three main sectors such as Islamic banks, capital market and takaful. Although the growth of Islamic finance is stagnant in two previous year, many scholars still optimistically believe that its growth will slowly improve in the future. to be trade based and asset linked. As it deals to the real sector, the system of Islamic banks denies the creation of bubbles that is usually caused by speculative activities in financial market (Kassim and Majid, 2010) .
Consequently, the Islamic banks propose their system to be more resilient to the financial crises.
The system of Islamic banks is actually based on the sharia law, which strictly prohibits riba (interest-rate), gharar (speculative), and maysir (gambling) to be exist in economic activities. Those activities are actually conducted by conventional banks transaction and lead them to the impact of the financial crises in 1998 and 2008. The existence of riba that refers to the interest gained by debt transaction. In aggregate, the total debt is actually not repayable and it finally causes the banking crisis and economic problem (Meera and Larbani, 2006) . However, in Islamic banks, every loan transaction are not allowed to take any profit so when they are willing to gain the profit, they have to perform other transactions like partnership (shirkah) and sale
(bay).
The existence of Islamic banks have note many contributions to economic growth. Many literatures show that Islamic banks have contributed in short and long run (Furqani and Mulyany, 2009; Abduh and Chowdhury, 2012; Abduh and Omar, 2012; Yusof and Bahlous, 2013; Kassim, 2016) . The results find that Islamic banking financing has significant contribution to the economic growth in many countries like Malaysia, Indonesia, Bangladesh, and GCC countries. As the huge demand and their advantages through the economic growth, many countries started to participate and amend their regulations to support the development of Islamic banks both in moslem and non-moslem countries. According to Hachicha and Amar (2015) , most Islamic banks marginalize the profit and loss sharing (PLS) system and more engage in non-participatory 
Research Method
Stationary test is a crucial requirement for time series analysis to avoid spurious regression. Therefore, it is necessary to test stationarity on the data to be used in the model. The definition of stationary data is data that has a tendency to approach the average value and fluctuate around the mean value (Gujarati, 2004) . The stationary test used in this study employs the the system will be stationary, so that a stable equation can be obtained (Enders, 1995) . The cointegration test was performed by using the optimum lag according to the previous test. While the deterministic assumptions 
Result and Discussion
This study uses Augmented Dickey-Fuller (ADF) tests to identify the variables' order of integration. Appendix 1 represents the result of the tests. It can be seen that based on ADF unit root test LN_FN, IPI, SBI, CPI, and Trade contain unit root at level. Therefore, the ADF is tested at first differences. The result of ADF test at the first differences or I (1) shows that all variables are significant at 5 percent.
The next step is to find the optimum lag, namely the optimum lag length test. The optimal lag length test is crucial for eliminating the autocorrelation problem in VAR system, so with the optimal use of the interval is no longer any autocorrelation problem. The optimal lag length is searched using the smallest value of AIC, LR, FPE, SC and HQ (Wei, 2006) .The optimum lag test could be seen in appendix 2. Based on the AIC value, it can be concluded that the optimum lag used in the FN integration model is lag 2. It means all the variables that exist in this model affect each other not only in the current period, but these variables are interrelated to the two previous periods.
After obtaining the optimum lag, we proceed to the cointegration test to see the existence of long-term relationship among the variables in the model. In the cointegration test, it can be seen that the variables in this study are cointegrated. The cointegration test could be seen in appendix 3. However, there is uni-directional causality between LN_FN and trade as Islamic banking financing may stimulate productive activity in real sector.
Since the form of estimation parameters on the VAR and VECM models is often difficult to be interpreted, thus it conducts impulse response function (IRF) and variance decomposition to analyze the shock and response among variables (Gujarati, 2004) . In order to ensure specific discussion in the context of this study, only the responses of LN_FN to the macroeconomic variables are highlighted. Previous studies found that the shock of real output (IPI) is positively responded by LN_FN (Kasri and Kassim, 2009; Ibrahim and Sukmana, 2011; Ibrahim and Sufian, 2014 (Muthohharoh, 2010; Nursechafia, 2010) . Therefore, people might find other source of fund and the number of Islamic banking financing might be decrease. Besides, this study finds that the CPI's shock is responded negatively by LN_FN. It is similar to the other studies conducted by Kassim and Majid (2010) .
Some previous studies show that financial intermediaries in Islamic bank is more stable compared to its counterpart as its free-interest rate nature (Darrat, 2002; Kia, 2001; Samad, 2004) . However, the results of this study contradicts the previous findings and show that the shock of SBI is significantly responded by LN_FN. This finding is similar to the other studies (Kader and Leong, 2009; Kasri and Kassim, 2009; Ibrahim and Sufian, 2014; Ibrahim and Sukmana, 2011; Kassim and Majid, 2010) The shock of SBI from the second month drops LN_FN immediately and its decline remains over the plotted horizon. Previous studies shows that Islamic banking financing is shield from macroeconomic variables' shocks as its free-interest banking system that lead Islamic banking is more stable than its counterpart (Darrat, 2002; Kia, 2001; Samad, 2004) . However, this study found that Islamic banking financing significantly responds the macroeconomic variables, particularly interest rate.
The variance decomposition shows that interest rate is the most dominant variable after Islamic banking financing itself. It indicates that the exposure of interest rate inevitably influence Islamic banking activities in dual banking system. Therefore, Islamic banking financing has to evaluate on how to reduce the risk of interest rate's shock.
